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would continue to fetch 50 per cent, of its nominal face value, this
would give the creditors 65 per cent, of their interest in cash, instead
of 75 per cent. Dr. Schacht claimed that the increase in the Reichs-
bank's reserves was illusory, the greater part having been due to the
operation of the law against the holding of illicit balances abroad.
About Rm. 74,000,000 monthly was required for the full debt service,
whereas the export surplus from July to November had averaged
only Rm. 65,000,000, of which a substantial part had been paid in
the form of blocked marks, registered marks, and German bonds.
Dr. Schacht Js hand had been strengthened, on the eve of his announce-
ment, by the publication of the November trade figures, which
showed an export surplus of only Rm. 44,000,000, compared with
Rm. 98,000,000 in October.
The decision to reduce cash transfers immediately aroused vigorous
protests from the creditors, who pointed out that, whatever Dr.
Schacht's calculations might show, Germany had found sufficient
resources to buy up a large quantity of her own foreign bonds. Such
transactions were highly profitable to her, the bonds having fallen
to a big discount, largely as a result of her own Actions. The com-
mittee of British long-term and medium-term creditors of Germany
sent a strong protest to Dr. Schacht against the procedure of inviting
the creditors to Berlin and then ignoring their views and arguments.
The American creditors composed a similar denunciation. The British
Government themselves made diplomatic representations, on the 2nd
December and 3rd January, mentioning not only the reduction of
transfers but also the discrimination in favour of Swiss and Dutch
creditors, and the use of scrip to subsidize exports. The protest was
accompanied by the warning that Great Britain might find it neces-
sary, in default of a settlement, to institute a clearing system for her
trade with Germany. The United States made similar official repre-
sentations, but could utter no similar warning, because the balance
of her trade with Germany was very much in her own favour. Between
Germany and the United Kingdom, on the other hand, there was a
balance of some £5,000,000 annually in Germany's favour—nearly
£11,000,000 after omitting re-exports and allowing for invisible items ;
whereas the total annual service of German debts to British creditors
was no more than £7,500,000. It was obvious, however, that a clearing
system, especially one imposed unilaterally in an attempt to recover
debt by distraining on commerce, might gravely dimmish the volume
of trade passing.
In fulfilment of his promise (given at the meeting of the 5th-7th
December) that separate national agreements would not be concluded

